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DEPARTMENT OF FISH AND WILDLIFE
Agency No. 477
July 1, 1995 Through June 30, 1996

Overview

We performed the statewide single audit of the state of Washington for the fiscal year ended June 30,
1996.  In accordance with the Single Audit Act of 1984, we audited the state as an entity, rather than
each agency separately.  The results of this audit will be published in a statewide single audit report
which includes the following:

  ! An opinion on the financial statements.

  ! A report on internal control structure-related matters based solely on an assessment of control
risk made as part of the audit of the financial statements.

  ! A report on compliance with laws and regulations that may have a material effect on the
financial statements.

  ! An opinion on supplementary Schedule of Federal Financial Assistance.

  ! A report on internal controls over federal financial assistance.

  ! An opinion on compliance with specific requirements applicable to major federal financial
assistance programs.

  ! A report on compliance with general requirements applicable to federal financial assistance
programs.

  ! A report on compliance with laws and regulations applicable to nonmajor federal financial
assistance program transactions tested.

  ! A Schedule of Findings and Schedule of Questioned Costs.

The work performed at the Department of Fish and Wildlife included procedures to satisfy the
requirements of the 1996 statewide single audit and supplemental reviews and tests deemed necessary
in the circumstances.

There were two findings, which are listed in the Schedule of Findings following this Overview, for
the Department of Fish and Wildlife.

Brian Sonntag
State Auditor

January 22, 1997
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DEPARTMENT OF FISH AND WILDLIFE
Agency No. 477
July 1, 1995 Through June 30, 1996

Schedule Of Findings

1. The Department Of Fish And Wildlife (DFW) Should Establish And Implement Internal
Controls In Order To Ensure License Sale Revenue Is Identified And Collected In A Timely
Manner

The DFW issues prenumbered recreational hunting and fishing license documents to the
approximate 950 authorized DFW license dealers located throughout the state.  These private
businesses sell licenses to the public, collect the license fees along with a dealer fee, and are
required by statute to remit the license fees to DFW by the tenth day of the following month.
Along with the remittance, dealers are also required to complete and return a dealer statement
that summarizes the month's sales activity and one copy of each of the license documents sold
during the month.

DFW also sells licenses directly to the public from eight agency customer service locations
throughout the state.

Our audit of the DFW's license sales revealed the following internal control weaknesses:

a. There are no formal policies and procedures in place to monitor and enforce the
requirement that private dealers remit license sale revenue to DFW by the tenth of
the following month.  DFW license dealers continually remit license revenues late,
including some dealers who are months over due.  One dealer was allowed to sell
1994 and 1995 licenses totaling $89,078, send in the copies of these sold documents,
and remit no money to DFW for these sales; new license inventory continued to be
sent to this dealer.

b. There are no internal policies and procedures in place to control license sales and
cash receipting at the DFW customer service locations.  Staff in Olympia have no
published guidance as to what their responsibilities entail; thus, if a key person were
to leave the agency, it would be difficult to maintain daily operations.  We also
found that staff in the field offices have not received adequate guidance on the
appropriate handling of cash and the processing and accounting for license sales.

c. The processing of monthly dealer statements through the agency's internal
inventory/accounting system is currently four months behind.  Processing includes
recording the number and types of licenses sold, auditing the monthly dealer
statements for accuracy, determining whether the correct amount was remitted, and
then posting revenue to the appropriate fund.

d. DFW does not account for the prenumbered licenses it issues to dealers each year.
The agency has a "close-out" procedure in place which determines individual license
dealer accountability by considering licenses issued, sold, and returned unused to
DFW.  However, the agency has not performed the "close-out" process since 1991.
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This failure has allowed dealers to sell licenses and keep the revenues collected from
the sales, without DFW being aware of it.  At our recommendation, the agency is
currently in the process of manually performing license year 1994 and 1995 dealer
"close-outs."  As of June 30, 1996, agency staff have performed approximately 19
percent of the 1994 and 1995 license dealer "close-outs" identifying $356,393 due
the agency.

The state of Washington Office of Financial Management's Policies, Regulations, and
Procedures manual, Section 6.1.1.1.5.a states:

Each agency director is responsible for establishing and maintaining on an
ongoing basis an effective system of internal accounting control throughout
the agency . . . .

Section 6.1.1.1.4.a states in part:

Internal control structure comprises the plan of organization and all
methods and procedures adopted by an agency to safeguard its assets,
check the accuracy and reliability of its accounting data . . .

(1)  Internal accounting controls encompass the plan of
organization and all procedures and records that are designed to
provide reasonable assurance that:

(b)  Funds, property, and other assets are safeguarded
against waste, loss, unauthorized use, or
misappropriation; and

(c)  All asset . . . [and] revenue . . . transactions are
properly . . . recorded and accounted for to permit the
preparation of accurate accounts and reliable financial
and statistical reports and to maintain accountability
over assets.

Section 6.1.1.2.4.b states:

(2)  Every effort is to be made to ensure that the assets of the state are
properly handled.  By supplying employees with strict control procedures
and ensuring that they are followed through the use of checks and audits,
the chance of losses will be greatly decreased.

Further, Section 6.2.2.1.1.r states:

Written procedures on all cashiering and cash control procedures are to be
maintained by each agency.

RCW 77.32.050 states:

Authorized persons [dealers] shall pay on demand or before the tenth day
of the following month the fees collected . . . .
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Similarly, Washington Administrative Code 220-55-105(5) states:

Personal use license dealers shall report license sales . . . and shall remit receipts
from those sales to the department no later than the tenth day of each month
following the close of business for the previous calendar month.  Receipts from
sales of personal use licenses are the property of the state of Washington.  Failure
to remit receipts from the sales of personal use licenses within sixty days of the sale
of the license may result in criminal prosecution pursuant to Title 9A RCW, the
Washington Criminal Code.

The Fish and Wildlife License Dealer Manual, January 1, 1996, page 53 states:

At the end of the license year, each dealer's Fish and Wildlife license
account will be audited.  The dealer will be notified, in writing, of any
discrepancies found in any audit.

DFW staff indicated that they do not have a suitable computerized inventory/accounting
system that enables them to perform the annual dealer "close-outs" or to account for and
monitor dealer remittances in a timely manner.  As a result, many of these functions must
be performed manually and the agency has not allocated the appropriate level of staff
resources to accomplish this.

Lack of adequate internal controls over recreational license inventory and license cash receipt
functions increases the risk that errors or irregularities could occur without detection, and that
the agency will not collect all of the license sales revenue due it.

We recommend that the DFW establish and enforce internal control policies and procedures
that would ensure license document inventories are properly accounted for and revenues from
license sales collected in a timely manner.

Auditee's Response

DFW concurs.  The Department has identified steps to be taken and has begun to take those steps in
implementing internal controls.  We are currently working with the Attorney General's Office to collect
monies owed to the Department.  Desk manuals are being developed and exist for processing incoming
dealer payments, scanning, and commercial renewals.  A policy exists that field offices be audited
quarterly.  This has not occurred in recent years.  The policy is being reimplemented for 1997 and
onward.  A temporary position has been added to assist with the 1994 and 1995 close out audits.  To
date (February 25, 1997), 80% of the 1994 audits have been completed and 20% of the 1995 audits
are completed.  Staff is investigating approaches based on outstanding balances, which include
collection agencies, Attorney General's Office, and DFW filing criminal charges.  Also, additional
funding has been requested from the Legislature to create an automated licensing system that includes
an automated accounting system.

Auditor's Concluding Remarks

We appreciate the agency's efforts to resolve these internal control weaknesses.  We will review these
areas during the course of our next audit.  With regard to the "close-out" progress, it should be noted
that the 1996 license year close-out audits are now due to be preformed.  This will require an ongoing
commitment of staff resources to ensure the timeliness of these "close-outs."
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2. The Department Of Fish And Wildlife (DFW) Should Comply With State Regulations For
Fixed Assets

The audit of DFW fixed assets disclosed the following deficiencies:

a. There are no internal policies and procedures in place to protect and control the use
of inventoriable fixed assets.

b. A complete physical inventory of fixed assets has not been performed in the last two
fiscal years.

c. In those instances where a physical inventory within a given location has been
performed, no reconciliation and subsequent adjustments have been made.

d. Inventoriable fixed assets are not being marked immediately upon receipt and
acceptance to identify the assets as state property.  Nine assets selected for
verification did not have agency tags.

e. The agency is not periodically reconciling inventoriable fixed asset expenditures
with additions to fixed assets.

f. Of 137 assets tested, 63 from the Prime system could not be found at the physical
locations indicated in the Prime reports.

g. Of 60 items tested, 30 from their physical location were not recorded in the Prime
system at their appropriate locations.

The state of Washington Office of Financial Management Policies, Regulations, and
Procedures manual, Section 3.1.2.2.7 lists the following internal control and accounting
requirements for fixed assets:

Agencies are responsible for developing internal policies and procedures
to protect and control the use of all inventoriable fixed assets.

Section 3.2.2.1.2.b states:

A satisfactory fixed asset inventory system must include mechanisms and
procedures for controlling the addition to and removal of assets from
inventory as well as the safeguarding of those assets currently held.
Planning and conducting thorough physical counts of fixed asset items and
reconciling the count with inventory records is necessary to disclose loss
or damage.

Section 3.2.2.2.5.a states:

Physical inventories are to be conducted no less than once every two years
for inventoriable fixed assets.

Section 3.1.2.2.2 states:

Immediately, upon receipt and acceptance, all inventoriable fixed assets of
the state are to be marked in such a manner as to identify that the property
belongs to the state of Washington and to the responsible agency.
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DFW personnel stated that a lack of staff resources, the merge of the former Department of
Fisheries and Department of Wildlife in 1994, and an inadequate inventory system have made
it difficult to comply with state regulations related to inventoriable fixed assets.   We also
noted that information regarding the relocation of information system equipment is not being
communicated in a timely manner between the information systems division and the inventory
section, causing increased difficulties in locating DFW inventoriable equipment.

Without a complete physical inventory or maintaining complete and accurate fixed asset
records, DFW cannot ensure proper reporting, safeguarding, and accountability of state
property and equipment.

We recommend that the DFW:

a. Comply with established state regulations for the accounting and control of fixed
assets.

b. Develop and implement internal policies and procedures to protect and control the
use of inventoriable fixed assets.

c. Perform additional research to determine whether the assets identified during the
course of the fiscal year 1996 audit as missing, can be located.  In instances where
the fixed assets cannot be found, appropriate action should be taken to remove these
items from the inventory system.

Auditee's Response

DFW concurs.  By the end of June 1997, the policy and procedures to comply with state regulations
will be in place.  Training of agency personnel to perform an inventory will occur.  A statewide
inventory will be performed in late summer.  A reconciliation of the inventory with the CAMS and in-
house system will be completed soon thereafter.

Auditor's Concluding Remarks

We appreciated the agency's commitment to resolution of these issues and thank agency staff for their
cooperation and assistance during our audit.  We will review corrective action during the course of our
next audit.


